Action Item _
AgondTyem No™~_—p
Report to the —F =
Auburn City Council S S

//

The Issue

Shall the City Council approve a ground lease at the Auburn' Municipal Airport between
the City of Auburn and Auburn East Hangars Row “Alpha” Owners, an unincorporated
association, as it relates to the build-out of the East Area Hangar Project — Row “Alpha”,
and authorize the execution of all related documents?

Conclusions and Recommendations

By RESOLUTION, authorize the City Manager or his designee to execute a 40-year
ground lease between the City of Auburn, a Municipal Corporation, and Auburn East
Hangars Row “Alpha” Owners, an unincorporated association. :

Background

On May 27, 2008, the City Council approved standard Master Land Lease and Airport
Hangar Sublease forms and established a Ground Lease Rental Rate of $0.465 per square
foot / year (as amended on June 9, 2008) as they relate to the Auburn Municipal Airport
East Hangar Project. Subsequent to the council’s approval of the lease forms and rental
rates, the City has received approximately $500,000 in construction deposits from parties
interested in moving forward with Phase I of the East Hangar Project build-out.

As a means to commence the building phase for Row “Alpha” of the East Hangar Project,

the City has completed negotiations with Auburn East Hangars Row “Alpha” Owners, an
unincorporated association (“Association™). Michael E. Sullivan is a member of the
Association and has agreed to be the City’s primary contact with respect to all future
tenants occupying hangars in Row “Alpha”. Mr. Sullivan will work closely with City
staff and the City’s Airport consultant, Mark Machado, during the development and
construction phase, expected to begin within the next few months.

East Hangar Project — Row “Alpha” 032309
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Honorable Mayor and City Council Members March 23, 2009

Analysis

The land lease between the City and the Association shall commence once the lease is
approved by the City Council and shall remain in effect for a period of forty (40) years.
The rent for the land lease will commence with the date a building permit is issued for the
Row “Alpha” Hangar Project or one hundred fifty (150) days after City Council approval
of the lease, whichever is earlier. The initial lease rate will be $0.465 per square foot per
year, the amount approved by the City Council in May 2008.

The lease rate will be adjusted annually by the change in the Consumer Price Index (CPI)
but will not, however, be adjusted below the $0.465 noted above. At the request of either
party to the lease, a Fair Market Rental Value analysis may be considered every fifth year,
at which time lease rates will be adjusted consistent with relevant criteria. Airport Fund
lease revenues generated pursuant to the lease agreement for Row “Alpha” will be
$5,898.06 during the first year.

Alternatives Available to Council; Implications of Alternatives

1. Adopt a resolution authorizing the City Manager or his designee to approve a ground
lease at the Auburn Municipal Airport between the City of Auburn and Auburn East
Hangars Row “Alpha” Owners, an unincorporated association as it relates to the
build-out of the East Area Hangar Project — Row “Alpha”, and authorize the
execution of all related documents.

~ 2. Do not adopt a resolution and direct staff accordingly.

Fiscal Impact

Execution of the land lease between the City and the Association will result in $5,898.06
additional lease revenue for the Airport Fund during the first year of the lease. Annual
lease amounts will be adjusted by upward changes in CPI and subsequent to Fair Market
Rental Value analysis, if requested, every five years.

Exhibit A — Auburn Municipal Airport Ground Lease — East Area Hangars — Row
13 A].Pha” .

Exhibit B — Constitution of Auburn East Hangars Row “Alpha” Owners, an
Unincorporated Association

Exhibit C - Bylaws of Auburn East Hangars Row “Alpha” Owners, an Unincorporated
Association '
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RESOLUTION NO. 09-

RESOLUTION APPROVING A 40-YEAR GROUND LEASE AT THE AUBURN
MUNICIPAL AIRPORT BETWEEN THE CITY OF AUBURN AND AUBURN EAST
HANGARS TOW “ALPHA” OWNERS, AN UNINCORPORATED ASSOCIATION

THE CITY COUNCIL OF THE CITY OF AUBURN DOES HEREBY RESOLVE:

That the City Council of the City of Auburn does hereby authorize the
City Manager or his designee to execute a 40-year ground lease at the Auburn
Municipél Airport between the City of Auburn, a Municipal Corporation, and
Auburn East Hangars Row “Alpha” Owners, an Unincorporated Association.
DATED: March 23, 2009

J.M. Holmes, Mayor
ATTEST:

Joseph G. R. Labrie, City Clerk

I, Joseph G. R. Labrie, City Clerk of the City of Auburn, hereby
certify that the foregoing resolution was duly passed at a regular meeting of
the City Council of the City of Auburn held on the 23" day of March, 2009 by
the following vote. on roll call:

Ayes:
Noes:
Absent:

Joseph G. R. Labrie, City Clerk
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EXHIBIT A

AUBURN MUNICIPAL AIRPORT GROUND LEASE

EasT AREA HANGARS — Row “ALPHA”
. (City of Auburn as Lessor)
(Aubum East Hangars Row “Alpha” Owners, Lessee)

SUMMARY OF
GROUND LEASE
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AUBURN MUNICIPAL AIRPORT GROUND LEASE
EAST AREA HANGARS — Row “At PHA™

This Lease, made and entered into as of this day of , 200__ (the
“Commencement Date”), by and between the City of Aubum, a Municipal Corporation
(“City” or “Lessor”), and Auburn East Hangars Row “Alpha” Owners, an unincorporated
association (“Lessee”).

Recitais
A. © WHEREAS: City owns and maintains an airport, comprised of several

parcels of real property located in the City, commonly known as the Auburn Municipal
Airport, together with improvements and appurtenances consisting of equipment,

aprons, taxiways, runways, approaches, buildings and structures located upon said real

property, and certain avigation rights (herein “Airport” or “Airport Property™).

B. WHEREAS: This Lease relates to that certain parcel of unimproved real
property located in the City, commonly known as the Aubum Airport East Area Hangars
Row “Alpha,” a part of Assessor Parcel Number 052-190-045-000, and more particularly
described on Exhibit “A” attached hereto and incorporated herein by reference (the
“Premises™).

C. WHEREAS: Lessor intends (i} that City approved aircraft hangars (herein
“Hangar” or “Hangars”), suitable for the storage and parking of aircraft individually
owned by Hangar sub-Lessees, be constructed upon the Premises, (i) that all costs of
such construction be bome by the Lessee or its subtenant, and not the City, (i) that the
hangars shall serve as an accommodation to the users of the airport, and ultimately (jv)
that the ownership of the hangars will revert to the City at the termination of this Lease.

D. WHEREAS: Lessee desires:

1)) To enter into this ground lease to lease the aforesaid Premises;
and, .

(i) To promptly commence construction of the aforesaid Hangars, and
to diligently prosecute such construction to completion.

East Area Hangar Lease/Row “Alpha”
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For and in consideration of the mutual covenants hereof, City hereby leases to
Lessee and Lessee hereby hires from City the Premises upon the terms and conditions
hereinafter set forth.

I Premises

1. The leased Premises (“Premises”) consist of real property being a portion of the
Aubur Municipal Airport (the “Airport’), particularly described and shown on the Legal
Description, Exhibit A, and Map, Exhibit B, made part of this Lease. The Premises are
located on the ground by property boundary pins placed by City in conformance with the
legal description. After the Commencement Date it shall be the responsublhty of the
Lessee to maintain the boundary pins for the full term of this Lease.

2. Said Premises consist of that portion of the parcel of real property which the
aforesaid Hangars will physically occupy (herein “Footprint®) as defined by the outer

- perimeter of the Hangars and any overhanging eves or structures attached thereto,

together with the remainder of the demised Premises that lies without said Footprint,
which, for all purposes, shall remain as non-exclusive common area for the benefit of all
users of the airport, and shall be denominated herein as “Premises Common Area”.

3. In conjunction with, and as a part of this Lease, Lessor hereby grants to Lessee
the non-exclusive right to use, during normal business hours and at all reasonable
times, and for the intended purposes, the specified areas indicated on the Airport site
plan which are normaily open to and usabie by members of the public, including but not
limited to aprons, taxiways and runways, all subject to all Airport rules and regulations
(herein “Airport Common Area”). It is the intent of the parties herein that the
aforesaid Premises Common Area be a part of the Airport Common Area, for all
purposes, including but not limited to rights-of-way for public ingress and egress, as weli
as rights-of-way for all underground utilities. Lessor reserves unto itseif, for itself and
for the benefit of the public and all airport users, ali rights in and to the aforesaid

" Premises Common Area not otherwise specifically granted to Lessee herein.

4, In conjunction with, and as a part of this lease, Lessor hereby grants to Lessee
for the duration of this iease unless sooner terminated, rights in and to the Airport
Common Area, consisting of (a) a non-exclusive utility right-of-way reasonably
necessary and convenient to provide utilities for the operation and maintenance of
Lessee's improvements and equipment, and (b) a non-exclusive right-of-way for ingress
and egress reasonably necessary and convenient to construct the aforesaid
improvements, and (c) a non-exclusive right-of-way for ingress and egress reasonably
necessary and convenient to sfore, operate, and maintain the aircraft and related
equipment stored on the Premises. The location of said rights of way shall become
fixed upon construction of the improvements contemplated herein.

2
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5. In conjunction with, and as a part of this Lease, Lessor hereby grants to Lessee
the right to construct improvements upon the Premises consisting of City approved,
aircraft storage Hangars, together with other usual and necessary related
improvements, as approved by Lessor, including but not limited to necessary and
convenient approach aprons and other aircraft related structures, but not including
fuefing facilities.

6. Notwithstanding paragraph 50 below, Lessee shall neither have nor acquire any
right, to remove, destroy, dismantle, disassemble or otherwise compromise the physical
structure of the Hangars constructed or to be constructed as contemplated hereunder,
or any other permanent structure on or improvement to the Premises. Neither shall
Lessee have any right to sell, transfer, assign, sub-lease nor in any manner alienate any
interest in the structure of the Hangars or any permanent structure on or improvement
to the Premises, except to the extent Lessee shail have the right to sell, transfer, assign
or sub-lease its interest in this Lease as such right is set forth in paragraphs 28 through
36 below.

7. Lessor covenants that Lessor is seized of good and sufficient title and interest to
the Premises. Lessor Covenants that Lessee shall peaceably and quietly enjoy all of
the Lease rights herein granted.

. Use & !nspection

8. Lessee's use of the Premises shall be specifically limited to (i) the construction of
the aforesaid improvements, (ii) storage of private aircraft, (iii) access to, and use of
airport facilities such as taxiways and runways, and (iv) related activities such as routine
maintenance and repair of the resident aircraft; but not for the use of retail space, and
not for the maintenance and repair of non-resident aircraft.

9, Lessee shall not use the Premises, or permit anything to be done in or about the
Premises, which will in any way conflict with any law, statute, ordinance or
governmental rule, regulation or guideline now in force or which may hereafter be
enacted or promulgated. Lessee shall comply with the licensing and permit
“requirements of any and all federal, state, municipal or local authorities, and shall at all
times comply with all federal, state, municipal or local statues, ordinances, laws, rules,
regulations and guidelines.

10. Lessor shall be given access to the Premises and all structures thereon, and
shall be pemmitted to enter and inspect the Leased Premises and structures thereon at
any and all reasonable times.

East Area Hangar Lease/Row “Alpha”
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. Term

11.  The term of this Lease shall commence on the Commencement Date, and shall
remain in effect until the fortieth (40™) anniversary of the Commencement Date unless
terminated as provided below.

12. [Reserved].

13.  Provided however, that (a) if Lessee shall not have commenced construction of
the Hangars as contemplated herein within one hundred eighty (180) days after the
Commencement Date, or (b) if Lessee shall not have completed the construction of the
Hangars as contemplated herein by the first anniversary of the Commencement Date,
then in either of these events, Lessor shall have the unilateral right to terminate this
Lease and all extensions hereto upon sixty (60) days’ notice of such failure to so
commence or complete said construction. :

14.  Provided further, that if Lessee shall have properly and timely completed
construction of the Hangars as contemplated in the preceding paragraph 13, then upon
demand therefore, Lessor shall promptly execute a certification of compliance or an
estoppel certificate evidencing such completion of construction by Lessee.

15.  Provided finally, Lessee shall have the unilateral right fo terminate this Lease at
any time, provided that six (8) months prior nofice is first given to Lessor.

Iv. Rent

16. Rent ("Rent”) in consideration for the Lease of the Premises described herein
shall be payable annually in advance on each anniversary of the Commencement Date
and continuing annually thereafter, as adjusted below. For the first Lease year, no Rent
shall be payable for the period (the “Free Rent Period") from the Commencement Date
until the earlier of (a) the date a building permit is issued for the Hangars or (b) one
hundred fifty (150) days after the Commencement Date. Within ten (10) days after the
expiration of the Free Rent Period, Lessee shall pay to Lessor Rent in an amount equal
to the Annual Rent times the number of days remaining from the expiration of the Free
Rent Period until the first anniversary of the Commencement Date divided by 365.
Thereafter, the Annuai Rent shall be paid and received by Lessor on or before the 10th
day after each anniversary of the Commencement Date, or be late. At Lessors
election, the Annual Rent may be payable on the first day of the first calendar month
following the first anniversary of the Commencement Date, and annually thereafter,
Upon such election, in addition to the Annual Rent, Lessee shall pay Rent attributabie to
the number of days from the first anniversary of the Commencement Date until first day
of the following month. Following thirty (30) days written notice of default in the
payment of Rent, a late charge shall be due in the amount of ten percent (10%) of the
rent then remaining unpaid.
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17.  The calculation of Rent for each calendar year shall utilize the following terms:

a. Base Year: The Base Year shall be the first year of each five-year
adjustment period, commencing on the Commencement Date and every fifth
anniversary of the Commencement Date thereafter.

b. Base Year CPI:' The Base Year CP{ (see § 20, below) shall be the most
recently available CPl as of the Commencement Date and every fifth anniversary of the
Commencement Date thereafter. As an example, as of May 1, 2008, the most recently
available CPi is the CPI for February 2008.

. C. Base Year Rent: Initially, the Base Year Rent is the Rent set forth at
Section 18.c. below; thereafter, the Base Year Rent is the Annual Rent determined by a
Fair Market Rental Value adjustment, if requested by either party, or if not requested by
either party, the annuat Rent as of each fifth anniversary of the Commencement Date.

d. Annual Rent: The actual Rent due on the Commencement Date (not
taking the Free Rent Period into account) and on each anniversary of the
Commencement Date thereafter. !

18. Commencing for the Base Year:

a. The Base Year shall be the year commencing on the Commencement
Date. _

b. The Base Year CPl shall be the most recently available CP! as of the
Commencement Date.

C. The Base Year Rent shall be based upon the actual square footage of the
hangar Footprint times the base rental rate of $0.465/ sq. fi.f year, inifially estimated to
be Five Thousand Eight Hundred Ninety-Eight and 06/100 Dollars ($5,898.06) per year.
(12,684 sq.ft. x $0.465/ sq. ft./ yr = $5,898.06/ yr.) This Base Year Rent ($5,898,06)
shall be adjusted for the actual square footage of the Footprint as constructed or
planned to be constructed. Provided however, that said rental adjustment shall not be
adjusted downward.

d.  _.The initial Annual Rent (not taking into account the Rent abated during the
Free Rent Period) shall be the Base Year Rent, to wit $5,898.06).

19. A new Base Year shall be established on every fifth anniversary of the
Commencement Date:

a. The lease year commencing on each fifth anniversary of the
Commencement Date shall become the new Base Year.

5
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b. The Base Year CPI shall be changed to the most recently available CPI
for the Commencement Date of the new Base Year.

C. At the request of either party, the Base Year Rent shall be set to the Fair
Market Rental Value, as determined below (see §§ 24 through 27); if neither party
requests a Fair Market Rental Value adjustment, then the Base Year Rent shall be the
prior year's Annual Rent adjusted for the increase in CPI.

~d. The Annual Rent for the new Base Year shall be the newly set Base Year
Rent.

V. CP! Adjustment

20.  CPI shall mean the Consumers Price Index — California, All Urban Consumers,
for the California area, published by the Bureau of Labor Statistics of the United States
Department of Labor (All items, 1982-1984 = 100). (See http:/fiwww.dir.ca.gov/DLSR.)

21.  If the "base year” for the CPI tables is changed, then the CP! calculation shall be
made utilizing the appropriate conversion factor(s) published by the U.S. Department of
Labor, Bureau of Labor Statistics (or successor agency) to equate the new tables to the .
base year of the CPI herein specified. [f no such conversion factor is published, the
parties shall, if possible, make the necessary calculation to achieve such conversion in
a manner that shall avoid any compounding effect. If such conversion is impossible, or
if the publication of the CP! is discontinued, or if the basis of calculating the CPI is
materially changed, CPI shall mean comparable statistics on the cost of living as
computed by an agency of the United States Govemment performing a function similar
to the Bureau of Labor Statistics, or, if none, by a substantial and responsibie periodical
or publication of recognized authority most closely approximating the result which woutd
have been achieved by the CPI.

22. For each year of this Lease except for a Base Year for which a party has
requested a Fair Market Rent Value adjustment, the Annual Rent shall be adjusted
annually to an amount that bears to the Base Year Rent in the same proportion as the
most recently available CPI for the current anniversary of the Commeéncement Date
bears to the Base Year CPl. In the event the CP! shall decline for a given year, the
adjusted Annual Rent shall not be reduced from the preceding year's Annual Rent, but
instead shali remain unchanged. Lessor shalt give Lessee thirty (30) days notice of the
adjusted Annual Rent. If a dispute arises between Lessor and Lessee conceming the
adjustment pursuant to this Section V, it shall be resolved by mediation/arbitration under
the provisions of Article XXIV.

23. By example, assume the Commencement Date is October 1, 2005, and the most
recent CPl available is for the prior June:

East Araa Hangar Lease/Row “Alpha”
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Annual Rent Oct 1, 2006 = Base Year Rent 2005 x CPi June 2008/CPI June
2005

Assume: -
Base Year Rent = $1,000.00
300

CPI June 2005

CPIl June 2006 = 306

If

CPl June 2007 = 302 (negative CPI)

|l

CPI June 2008 = 318

H

CPt June 2008 = 318 (no change)
Then:

Annual Rent Oct 1, 2005 = $1,000.00 (Annual Rent = Base Year Rent)

Annual Rent Oct 1, 2006 = $1,000.00 x (306/300) = $1020.00

Annual Rent Oct 1, 2007 = $1,000.00 .x (302/300) = $1020.00 (no reduction)

- Annuai Rent Oct 1, 2008 = $1,000.00 x (318/300) = $1060.00

Annual Rent Oct 1, 2009 = $1,000.00 x (318/300) = $1060.00 (no change)

VL.  Fair Market Value Adjustment

24, Effective every Base Year commencing on the fifth anniversary of the
Commencement Date, and continuing thereafter for the tenth, fifteenth, twentieth,

twenty-fifth, thirtieth and thirty-fifth anniversaries of the Commencement Date (each

such anniversary, an “Adjustment Date”), at the request of either party, the Annual
Rent shall be adjusted to correspond with the Fair Market Rental Value (‘FMRV”) of the
Premises.

25. The Fair Market Rental Value shall be established according fo the following
standards:

FMRYV shall be the then current fair market value of Rent for the Premises
as of that Adjustment Date, excluding the value added to the fair market vaiue of
Rent by virtue of the construction by Lessee of the Hangar.

7
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26.

The FMRV shall be established according to the rental rates at which
tenants lease comparable land for similar purposes at comparable general
aviation airports, at the time of the adjustment. Comparable general aviation
airports are: Nevada County, Placervile, Georgetown, Columbia, Truckee,
Marysville and Lincoln. Should one or more of the listed airports cease
operations or not have a comparable facility, a FAA classified comparable airport

lying Northerly or Easterly of Sacramento shall be substituted in its place.

The FMRV for comparable land shall not be established by a simple
averaging of rental rates, but shall be weighted in comparison to the Aubum
Municipal Airport to reflect relative size, the population served, the amount of air
traffic, the commercial value of air traffic, the supporting and surrounding
commercial development and its value, and such other factors as shall fairly
compare the rental rates at each respective airport.

In the event the parties are unable to establish by agreement what sum

represents the FMRYV of the Premises, it shall be determined as follows:

27.

Within 15 days after the Adjustment Date the parties shall select a
licensed appraiser, or a licensed and practicing real estate broker, who must
have at least 10 years experience and be familiar with Placer and surrounding
counties. Within 15 days after selection of such neutral, each party shall submit
to the neutral its determination of the FMRV together with the assumptions,
calculations, methods and comparables underlying its determination. Within 15
days after receipt of both parties’ determination of FMRV the independent realtor
shall select one of the party's determination of FMRV, and that shall be the
FMRYV as of the Adjustment Date. The independent realtor shall not recalculate
FMRV, nor select an FMRV between the two parties’ determinations; the only
authority of the independent realtor is to choose one of the parties’ determination
of the FMRV. The parties shall bear the cost of the independent realtor equally.

Provided however, that if neither party requests a FMRV adjustment prior to a

new Base Year, then the Annual Rent for the new Base Year shall be the Annual Rent
for the prior year adjusted in accordance with the provisions of §§20 through 23, CPI
Adjustment, above.

vil.
28.

Assignment and Sub-Lease

Lessee shall not be permitted to sell, transfer, assign or sub-iease, in whole orin

part, any interest in this Lease or in Lessee’s rights hereunder, without first having
received the written consent of the Lessor, which consent to such sale, transfer,
assignment, sub-lease or other transfer shall not unreasonably be withheld, delayed or
conditioned.

East Area Hangar Lease/Row "Alpha”
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29. As a reasonable condition of such consent, Lessor shall not be obligated nor
required to release Lessee from all or any of its obligations and duties hereunder.

30.  As a further and reasonable condition of such consent, Lessee shall demonstrate
by clear and convincing proof of the creditworthiness of the purchaser, transferee,
assignee or sub-lessee (herein “Assignee”), and of the ability of said Assignee to
assume the financial, reguiatory, administrative and enforcement requirements of this
lease, and to respond to all liabilities of Lessee hereunder contemplated.

31.  Notwithstanding the foregoing, and as a further and reasonable condition of such
consent, Lessor may require that said Assignee shall execute a written assumption of
this Lease wherein Assignee shall assume each and every covenant of this [ease, shall
be bound to each and every term and condition hereof, and shall discharge each and
every obligation imposed hereunder.

32. In the event of any such sale, transfer, assignment or sub-lease, Lessor shali not
be obligated nor required to release Lessee from all or any of its obligations and duties
hereunder, and unless so released in writing, Lessee shall continue to remain obligated
under all covenants and conditions of this Lease. Any such sale, transfer, assignment
or sub-lease shall not be valid uniess the purchaser, transferee, assignee or sub-lessee
shall first assume in writing, all obligations of Lessee under this Lease.

33. Any sale, transfer, assignment or sub-lease in violation of the foregoing
paragraphs 28 through 32, shall be for all purposes a default hereunder and a material
breach hereof, and shall be cause for termination of this lease and forfeiture of all right,
titte and interest hereunder or otherwise, without notice.

33.5 Should a dispute arise vﬁth respect to a sale, transfer, assignmént or sub-lease
and the interpretation of this Arficle Vil, Lessor and Lessee agree that Article YOV
(Mediation/Arbitration) shall apply.

Viii. Hangar Sub-Leases

34.  Lessee shall not be pemitted to enter into separate Hangar Sub-Leases with any
person or entity without first having obtained Lessor's written approvatl of the form of the
proposed Lessee/Sub-lessee sub-lease, and without first having received the written
consent of the Lessor through the City Manager of the City of Aubum or his or her
designee (the “City Manager”), which approval and consent to such Hangar Sub-Lease
shall not unreasonably be withheld, conditioned or delayed.

35. As a reasonable condition of such consent, Lessor shall require substantial and
continued compliance with, and proof of, the following:

a. The identity of the hangar Sub-Lessee, including but not limited to the
name, address and telephone number of the hangar Sub-Lessee, as well

9
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as such other information related to the ownership, maintenance and
operation of the aircraft as may reasonably be required by Lessor or by
the Federal Aviation Administration (Herein “FAA”);

b. The 'identity of all resident aircraft to be stored in the sub-leased hangar,
including but not limited to the owner’s name, registration number, make,
modei and year of the aircraft;

c. Proof of all Premises and residence aircraft insurance as required by the
City of Auburn, the Aubum Airport and/or by the FAA;

d. The express written agreement between the Lessee and the Hangar Sub- -
Lessee that the Hangar Sub-Lessee will comply with all of the
requirements sought to be imposed upon the Hangar Sub-Lessee by this
Lease, and will cooperate with Lessee in Lessee's compliance with all of
the requirements imposed upon the Lessee by this Lease; and,

e. The ability of the Hangar Sub-Lessee to assume the financial, regulatory
and administrative requirements sought to be imposed under this lease
upon the Hangar Sub-Lessee, and to respond to all liabilities of sub-lessee
hereunder contemplated.

36. If any Hangar Sub-Lessee shall be in violation of the foregoing paragraphs 34
and 35, such violation shall be considered for all purposes a default hereunder and a
material breach hereof, and shall be cause for termination of this lease and forfeiture of
all right, title and interest hereunder or otherwise, if not cured within one-hundred eighty
(180) days written of notice thereof to Lessee.

IX. Hangar Sub-Lease Insurance

37. Lessee shall require each Hangar Sub-Lessee to carry and maintain, during the
term of Hangar Sub-Lessee’s Sub-Lease, general liability insurance coverage in relation
to the sub-leased Premises and aircraft insurance in relation to each of the resident
aircraft stored in Hangar Sub-Lessee’s sub-leased premises, which insurance coverage
shall comply with each of the insurance provisions under this Lease at paragraphs 60.a
and 60.b.

38. Lessee is required hersunder to enforce all of these insurance requirements
against each such Hangar Sub-Lessee. Failure by Lessee fo require, and to promptly
and diligently enforce the requirement, that each Hangar Sub-Lessee provide and
maintain the insurance required by this Lease shall constitute, and for ail purposes be, a
defauit hereunder and a material breach hereof, and shall be cause for termination of
this lease and forfeiture of all right, title and interest hereunder or otherwise, if not cured
within one-hundred eighty {(180) days of written notice thereof to Lessee.
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X. Right of First Refusal
39. In Favor of Lessor.

a. Before Lessee may sell, transfer, assign or sub-lease this Lease or any
interest in this Lease (except as provided at paragraphs 34 through 38)
Lessee shall give sixty (60) days written notice to Lessor of Lessee’s intention
to so sell, transfer, assign or sub-lease this Lease or any interest in this Lease
to a bona fide transferee for value. Within said sixty (60) days, Lessor shall
give notice of its intention to meet the terms of such bona fide offer and to
acquire Lessee’s interest sought to be transferred

b. Within an additional sixty (60) days, Lessor shall pay to lLessee the
consideration of the bona fide offer, or Lessor's offer to acquire such interest
shall, for all purposes, be deemed withdrawn, and Lessee shall be free, for a
period of three years, to sell, transfer, assign or sub-lease this Lease in
accordance with the provisions of paragraphs 28 through 33.

40. In Favor of Lessee

a. If, at the expiration of the term of this Lease, City should wish to iease the
Premises, City shall first give notice o Lessee of the terms and conditions of
any offer to lease said Premises. Lessee shall thereafter have a period of 80
days in which to enter into a new lease for the Premises.

b. if Lessee does not lease the Premises within 60 days after notice of said
offer, City thereafter shall be relieved of any obligation tc Lessee as herein
provided.

XI. Lessee Improvements

41. Lessee, at Lessee's sole cost and expense, shall design, finance and construct
aircraft hangars similar to hangars currently existing at the Airport (herein “Lessee
Improvements™). Design of the Lessee Improvements shall be prepared by an
architect or engineer licensed by the State of California and subject to review and
approval by the City Manager. Construction of the Lessee Improvements shall be
performed by a contractor and/or sub-contractors licensed by the State of Califomia.

42. lessor shall promptly cooperate and reasonably approve the design of the
aforesaid Lessee Improvements within a reasonable time not to exceed sixty (60) days
of Lessee's submittal of same to Lessor. The scope of Lessor's approval shall
contemplate aesthetic design, as well as the overall functionality of the improvements in
relation to the Airport site plan, when current and future airport uses are considered as a
whoie. Lessor's approval shall not unreasonably be withheld, delayed or conditioned.
Within the meaning of this paragraph, Lessor's approval shall neither mean nor include
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that approval required to be obtained for new construction from the City Building
Department, or otherwise, but rather is intended to mean acceptance by the City
Manager of the design and functionality of the Hangars, and of the Airport usages, when
taken as a whole.

43. lLessee shall secure, and maintain in full force and effect during the course of
consfruction, any and all certificates, permits and approvals necessary for the
construction of the Lessee Improvements that may be required by any federal, state,
municipal or local authority, as well as satisfactory soil boring tests (herein “Approvals

and Tests”). Lessor shall cooperate with Lesses in iis efforts to obtain such Approvals

and Tests and shall take no action that would adversely affect the status of the subject
real property with respect to the proposed use by Lessee. In the event any of the
aforesaid Approvals and Tests shall for any reason be unsatisfactory to Lesses,
including but not limited to cancellation, lapse, or termination of such Approvals, then in
that event, Lessee may terminate this Lease with ninety (90) days notice in writing to
Lessor.

44.  Lessee shall commence construction of the Hangars within 180 days after the
Commencement Date, and thereafter shall diligently prosecute such construction to
completion, or otherwise be in material breach herecf. All construction shall be

completed by the first anniversary of the Commencement Date. ‘

45. At all times during the construction of Lessee Improvements, Lessee and
Lessee’s contractors shall comply with the licensing and permit requirements of any and
all federal, state, municipal or local authorities, and shall at all times comply with all
federal, state, municipal or local statues, ordinances, laws, ruies, reguiations and
guidelines. Lessee shall comply with all FAA requirements as more specifically set forth
in Exhibit “C”, attached hereto and incorporated herein by reference.

45. In the event of Lessee’s default during the construction of the aforesaid Lessee
Improvements, City shall have the right, but not the obligation, to assume Lessee's
obligations and rights under any contract related to, or for any portion of, the
construction of the aforesaid Hangars.

47. Lessee will defend and indemnify City against ail'loss, claims, costs, damage,
expense, and liability, arising out of, or connected with the work of improvement.

48. At all time during the construction of Lessee Improvements, Lessee shall defend,

indemnify and hold harmless Lessor from any injury to persons, including death, or from

any damage to property, arising out of construction activities undertaken by Lessee

pursuant to this Lease. The scope of Lessee’s obligations under this paragraph shait be
co-extensive with the obligations set forth in paragraphs 70 through 71, infra, and the

text thereof is incorporated herein by this reference.
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49. Lessee shall promptly commencs, diligently pursue to completion the
" construction of the aforesaid Lessee Improvements, and cause to be filed a notice of
completion for such improvements on or before the first anniversary of the
Commencement Date. Lessee’'s failure to timely complete the construction of the
aforesaid Lessee Improvements shall be a material breach of this Lease.

50. Consistent with the strictures of paragraph 6, hereinabove, all improvements

constructed on the Premises by Lessee shall be owned by Lessee until expiration of the -

term of this Lease or earlier termination hereof. Except as otherwise provided in this
Lease, all improvements made by or for Lessee, whether temporary or permanent in
character, shall automatically at the end of the terms hereof, whether by expiration or by
earlier termination, become the property of Lessor, and shall be surrendered to Lessor
in good condition, reasonable use, wear and tear excepted, without compensation to
Lessee and without further instrument of transfer. Provided further, that upon such
expiration or termination, and upon written request by Lessor, Lessee shall deliver to
Lessor a quit claim deed or such other insttument of transfer which shall be duly and
properly executed and acknowledged, and which shall be adequate for the intended
purpose.

51. Once construction of the Lessee Improvements is completed, Lessee shall not
remove, dismantle, demolish or otherwise destroy said improvements without Lessors
prior written consent. f Lessee shall so remove, dismantle, demolish or otherwise
destroy said improvements without Lessor's prior written consent, Lessee shall be
obligated to Lessor for the cost of reconstruction, which cost shall include site
restoration cost.

52. lLessor shall be wholly responsible for the removal, amelioration andfor
remediation of any and all latent contamination, foxic substances, or hazardous
materials (as that term is defined by the Placer County Department of Public Works)
previously existing or newly discovered on the Premises during the course of Lessee's
instaliation of the aforesaid Lessee improvements.

53. Lessee shall be wholly responsible for the removal, amelioration and/or
remediation of any and all contamination, toxic substances, or hazardous materials
which have been deposited upon the Premises during the course of Lessee's
installation of the aforesaid Lessee improvements, or otherwise as a result of Lessee's
activities on or in relation to the Premises.

.Xll. Mandatory Improvements

54.  Ail improvements, additions, changes or alterations of the Premises mandated or -

otherwise, required by federal, state or local law, rule, regulation or ordinance, that
apply solely to Lessee's Premises or to activities on or in relation to the Premises, which
shall be imposed after Lessee shall have commenced usage of the Premises, shall be
the sole responsibility of the Lessee.
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55.  All improvements, additions, changes or alterations of the Premises mandated or
otherwise, required by federal, state or local law, rule, regulation or ordinance, that
apply solely to Lessor's presence or to activities on or in relation to the Premises, which
shall be imposed after the Commencement Date shall be the sole responsibility of the
Lessor.

56.  All improvements, additions, changes or alterations of the Premises mandated or
otherwise, required by federal, state or local law, rule, regulation or ordinance, that do
not apply soiely to either party as set forth directly above which shall be imposed after
the Commencement Date shali be the responsibility of both parties hereto on an equal
basis.

XHl. Utilities

57. Subject to applicable ordinances and regulations, Lessee may, at Lessee's
expense, connect to sewer, water and electrical facilities and Lessee shall thereafter
maintain said facilities within the boundaries of Premises. Lessee shall prevent the
entrance of objectionable quantities of petroleum products and other deleterious wastes
into the sewage and storm water drainage systems serving the airport. Discharge of
industrial waste and hazardous materials is prohibited. For discharge of anything other
than domestic waste, Lessee must obtain permission or permits from Placer County
Department of Pubhc Works, or any other govemmental unit or agency having
jurisdiction over the discharge of wastes other than domestic waste, including, without
limitation, hazardous materials. The parties hereto shall be responsible for and pay ali
utilities separately metered or according to their respective usage. |f a common service
is utilized, and no means of determining either party's respective usage exists, then
equatly.

XilV. Maintenance and Repairs
58.  Lessee shall be responsible for all maintenance and repairs to the Premises.

a. Lessee accepts the Premises on an “as is” basis. it is the intention of the
parties hereto that the Rent for the term of the Lease shall constitute a net
return to the City free of any expense, charge or other deduction
whatsoever with respect to the Premises or any improvements, fixtures
and equipment which may now or hereafter exist thereon. Lessee shali
keep Premises and any improvements or equipment thereon in good and
sanitary order and repair and in a good, safe and presentable condition
consistent with the highest of business practices. If, after 30 days’ notice
from the City, Lessee fails to maintain or repair any part of the Premises or
any improvements or equipment thereon, City may, but shall not be
obligated to, enter upon the Premises and perform such maintenance or
repair, and Lessee agrees to pay the costs thereof to City upon demand
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plus a percentage of costs incurred to sufficiently reimburse City for all
overhead, fees and other costs and expenses, including attorneys' fees,
arising from City's involvement with such repairs, and interest at the legal
rate until paid in full.

b. Lessee shall be solely responsible for all actions, costs and expenses
incurred to comply with any and ail structural requirements, abatement -
ordinances, zoning requirements, statutes, rules and regulations imposed
by any governmental authority with jurisdiction relating to safety or the
abatement of hazardous materials found in the Premises or any buildings
or facilities constructed thereon, including, without limitation, compliance
with requirements, laws or orders for ashestos abatement lead abatement
and seismic retrofit.

C. Lessee shall be solely responsible for compliance with any requirements
or obligations imposed or arising from the use of the Premises, or
buildings or facilities constructed thereon relating to the Americans with
Disabilities Act (“ADA”).

d. City shall have no obligation to make any repairs to the Premises other

than as expressly and specifically set forth in this Lease. Lessee hereby
waives any and all rights provided in Sections 1941 through 1942,
inclusive, of the Civil Code of California and hereby waives, to the extent
permissjble, any rights other than statutes or laws now or hereafter in
effect which are contrary to the obligations of Lessee under this Lease, or
which place obligations upon City in addition to those provided in this
.ease,

XV. Taxes

59. Lessee shall be responsible for and shall promptly pay all property taxes

assessed against or otherwise attributable to any assets of Lessee that are attached to

the realty herein or used in conjunction therewith. In accordance with Califomnia

Revenue and Taxation Code Section 107.6(a), City states that entering into this Lease

may create a possessory interest subject to property taxes. During the original term

and any additional term of this Lease, Lessee or any other party in whom the

possessory interest is vested shall pay prior to delinquency any taxes upon the

assessed value of the ent;re Premises, not merely the assessed value of Lessee's

estate.
XVi. Lessee Insurance

60. Lessee shall carry and maintain, during the entire term hereof, at Lessee's sole

cost and expense, the following types of insurance, in the amounts and With the

endorsements as herein specified:
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a. General Liability Insurance: Broad form comprehensive general liability
insurance with combined single limits of not less than $1,000,000 insuring
against any and all liability of Lessee with respect to the Premises, or
grounds, or arising out of the maintenance, use or occupancy thereof,
naming Lessor as an additional insured, and providing 10 days written
notice to Lessor of any cancellation or change in coverage protection.

b. Fire Insurance (Contents): Fire insurance with all risk type standard form
extended coverage endorsement, for the full insurable value of Lessee's
fixtures, which may from time to time be located within the hangar or upon
the Premises, and the fixtures of others which are in Lessee's possession
and which are located within the hangar or upon the Premises. The
.proceeds from any such policy shall be used for the repair or replacement

- of such fixtures. Lessor shall have no interest in the insurance on
Lessee's or others' aircraft fixtures, equipment and merchandise and will
sign all docurnents necessary or proper in connection with the settlement
of any claims or loss by Lessee or others. Lessee shall be solely liable for
its airplanes, fixtures equipment and merchandise and all of the contents
located within the hangar or upon the Premises, and further understands
and agrees that Lessor will not canry personal property insurance to cover
same.

c. Fire [nsurance (Structures): Fire insurance with all risk type standard form
extended coverage endorsement, for the full insurable value of Lessee's
hangar and all other related improvements located on the Premises,
including vandalism and malicious mischief endorsements. The proceeds
from any such policy shall be used by Lessee for the repair and
replacement of the Premises. Lessee shall cooperate with Lessor to
maximum extent possible to assure said proceeds are so utilized.

61. In relation to the foregoing insurance, l.essee shall furnish proper endorsements
thereto (i) evidencing the aforesaid coverages, (i) naming the Lessor as an additional
insured, and (iif} providing for thirty (30} days written notice to Lessor of any termination
or change in coverage protection, or reduction in coverage limits (except ten (10) days
notice shall be required for non—payment of premium).

62. At all times, Lessee shall keep and maintain in full force and effect, throughout
the Term of this Lease, policies of insurance required by this Lease, which policies shall
be issued by companies with a Best's Rating of A: VIl or higher, or shall be issued by
companies approved by the City Risk Manager.

63. Provided however, that said insurance may be subject fo standard policy
exciusions, which exciusions shalt be approved by Lessor, and provided further, that
said exclusions shall not serve to reduce or otherwise limit the liability of Lessee as set
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forth herein. Said insurance shall be primary and not abated by any coverage
maintained by Lessor.

64. Lessee's obligation to insure under the foregoing provisions, paragraphs 860
through 63, may be provided by appropriate amendment, rider, or endorsement on any
blanket policy or policies carried by Lessee.

65. Lessee shall be solely liable for ény loss to its aircraft, fixtures and equipment
occasioned by any occurrence not the sole negligence of the Lessor, its officers, agents
and employees. :

66. Failure by Lessee to provide and maintain the insurance policies (including
Best's ratings) required by this Lease shalt constitute, and for all purposes be, a default
hereunder and a material breach hereof, and shall be cause for termination of this lease
and forfeiture of all right, title and interest hereunder or otherwise, if not cured within
thirty (30) days of written notice thereof to Lessee.

XVIl. Lessor Insurance

67.  Lessor shall carry and maintain, during the term hereof, at Lessor's sole cost and
expense, broad form comprehensive general liability insurance with combined single
limits of not less than One Million Dollars ($1,000,000), insuring against any and afl
liability of Lessor with respect to the Premises or arising out of the use and enjoyment
thereof, and upon request shall furnish to Lessee an endorsement evidencing the
aforesaid coverage.

68. Lessor shall be solely liable for any loss to its fixtures and equipment occasioned
by any occurrence not the sole negligence of Lessee, its officers, agents and
employees,

69. Lessor, at its option, may provide the required limits of liability insurance under a
program of self insurance with excess insurance through the County Supervisors
Association of California Excess insurance Authority (CSAC-EIA).

XVIIL Indemnity

70.  Nothing herein shall be construed as a limitation of Lessee’s liability, and Lessee
shall indemnify, defend and hold Lessor harmless from any and all liabilities, claims,
demands, damages, losses and expense which Lessor may incur by reason of the
willful misconduct, or negligent actions or omissions of Lessee, or the agents, servants,
and employees of Lessee, or which may arise out of the use, occupation, and
enjoyment of the Premises by Lessee or the agenis, servants, and employees of
Lessee, or by any person or entity holding under Lessee, or by any of Lessee’s invitees
or agents.

17

East Area Hangar L.ease/Row "Alpha”
030909
Amd §18 (v020509) only

49



50

71.  Nothing herein shall be construed as a limitation of Lessor's liability, and Lessor
shall indemnify, defend and hold Lessee hammless from any and all liabilities, claims,
demands, damages, losses and expense which Lessee may incur by reason of the
wiliful misconduct, or negligent actions or omissions of Lessor, or the agents, servants,
and employees of Lessor, or which may arise out of the use, occupation, and enjoyment
of the Premises by Lessor or the agents, servants, and employees of Lessor, or by any
person or entity holding under Lessor, or by any of Lesser’s invitees or agents.

XIX. Default

72.  The parties hereto agree that the unlawful detainer provisions of the California
Civil Code and the California Code of Procedure apply. The occurrence of any one or
more of the following events is a default hereunder and constitutes a material breach of
this L ease by Lessee:

a. The abandonment of the Lease by Lessee.

b. The failure by Lessee to make any payment of the Annual Rent required
to be made by Lessee hereunder, as and when due, where the failure
continues for a period of thirty (30} days after notice thereof from Lessor to
Lessee.

C. The failure by Lessee to promptly commence within 180 days after the
Commencement Date and diligently pursue to completion the construction
of the aforesaid Hangars, and cause to be filed a notice of completion
prior to the first anniversary of the Commencement Date.

d. The failure by Lessee to carry and maintain, or to require each Hangar
Sub-Lessee to camry and maintain, any policy of insurance as required
hereunder.

e. The failure by Lessee to make any other payment as required hereunder,

as and when due, where the failure continues for a period of thirty (30)
days after notice thereof from Lessor {0 Lessee.

f. The failure by Lessee to observe or perform any of the covenants,
conditions, or provisions of this Lease to be observed or performed by
Lessee, where the failure continues for a period of thirty (30) days after
written notice thereof from Lessor to Lessee; provided, however, that if the
nature of Lessee's default is such that more than thirty (30) days are
reasonably required for its cure, then Lessee shall not be deemed o be in
default if Lessee commences such cure within the thirty (30) day period
and thereafter diligently completes the cure.
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g. 'The failure by Lessee to observe or perform any of the covenants,
conditions, or provisions of this Lease to be observed or performed by
Lessee, where such failure may not be cured.

73. Inthe event of any such default or other material breach of this Lease by Lessee,
Lessor may, after giving notice as provided above, or if not provided, as required by law,
pursue those remedies set forth in Civil Codes Sections 1951.2 andfor 1951.4, and by
this reference is made a part of this Lease.

74.  Lessor shali not be in default uniess Lessor fails to perform obligations required
of it within a reasonable time, but in no event iater than thirty (30) days after written
notice of the nature of the problem and request to cure by Lessee to Lessor; provided
that if the nature of Lessor's obligation is such that more than thirty (30) days are
reasonably required for performance, then Lessor shall not be in default if Lessor
commences performance within thirty (30) days and thereafter diligently completes
performance.

75.  In addition and without limitation of any other remedy, in the event of any such
default or other material breach of this Lease by Lessee or by Sub-Lessee, and after
giving notice as provided above, or if not provided, as required by law, Lessor may
declare such default or other material breach of this Lease to be a nuisance, and may
give notice of the imposition of liquidated damages of One Hundred dollars per day
($100.00 / day).

76. If Lessor defaults in the performance of any of the obligations or conditions
required to be performed by Lessor under this Lease, Lessee may in no event withhold
payment of the Annual Rent, or apply said Annual rent to cure the alleged default.

77.  Lessor's waiver of a default shail not be deemed a waiver of any term, condition
or covenant hereunder, and shall not be deemed a waiver of Lessor's right to enforce
any remedy upon any future defauit.

XX. Termination of Lease

78, If this Lease shall terminate for any reason, or otherwise expire, then in that
event, Lessor shall not be obligated to return, reimburse, compensate or pay to Lessee
for the cost or value of the Hangars or any portion thereof, for the cost or value of any
improvements whatsoever, or for the costs and expenses attendant to the obligations
assumed by Lessee hereunder, or otherwise.

79. If this Lease shall terminate for any reason, or otherwise expire, then in that
event, and upon written request by Lessor, Lessee shall promptly deliver to Lessor a
quit claim deed or such other instrument of transfer which shali be duly and properly
executed and acknowledged, re-conveying fo Lessor all of Lessee’s right, title and
interest in and to the Premises.
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During the term of this Lease, title to any and all improvements placed on the
Premises by Lessee shali be vested in Lessee. At the end of the Lease term, title to ali
such improvements shall revert to the City. The improvements shall be transferred to
the City in good merchantable condition, including all fixtures, reasonabie wear and tear
excepted; provided that Lessee shall be under no obligation to retrofit the improvements
to comply with building code standards effective as of the termination of this Lease.
Lessee-shall be responsible for any and all costs, expenses and compliance activities
relating to the improvements which will revert to City concerning the removal,
amelioration and/or remediation of any and all contamination, toxic substances, or
hazardous materials which have been deposited upon the Premises as a result of
Lessee’s activities on or in relation to the Premises. If City discovers, after title has
been transferred to it pursuant to this reversion provision, that Lessee has failed to
comply with the requirements set forth in the foregoing two sentences, Lessee shall
indemnify and hold harmless City of and from all costs, expenses, damages, losses and
claims, including reasonable attorneys' fees, arising from or related to compliance with
such provisions by the City. As used in this paragraph, “contamination, toxic
substances, or hazardous materials” do not include building materials that were code
compliant at the time of installation.

XXI. Notices

80. All acceptances, approvais, consents, notices, demands or other
communications required or permitted to be given or sent by either party to the other
shall be deemed to have been fully given when made in writing and delivered in person
or deposited in the United States mail, certified and postage prepaid, addressed to:

Lessee City / Lessor

Auburn East Hangars Row City of Aubum

“Alpha” Owners ‘ Office of the City Manager

cloHictael, E. SULINAL 1225 Lincoin Way
2oL PUCSENE [ 4 Aubum, CA 95603

éIF-éLJr{T: A A 5 1 4

' 81. The address to which any such written communication may be given or sent to

either party may be changed by writien notice given by such party as above provided.
XXIi. Miscellaneous

82. The invalidity of any provision of this Lease, as determined by a court of
competent jurisdiction, shall in no way affect the validity of any other provision hereof,
This Lease shall be governed by the laws of the State of Califomia. Venue for purposes
of litigation shali be in the City of Aubum. The language in all parts of this Lease shall
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be construed as a whole according to the fair meaning, and not strictly for or against
either Lessor or Lessee.

83. All preliminary and contemporaneous agreements and understandings are
merged and incorporated into this | ease that contains the entire agreement between
the parties. This Lease may not be modified or amended in any manner except by an
instrument in writing executed by the parties hereto.

84.  Should Lessor at any time during the term of this Lease or any extension hereof,
decide to sell all or any part of the Property to a.purchaser other than Lessee, such sale
shall be.under and subject to this Lease and Lessee's rights hereunder, and any sale by
Lessor of the portion of the subject property underlying any right-of-way herein granted
shall be under and subject to the right of Lessee in and to such right-of-way.

85. © Lessor warrants there are no liens, judgments or impediments of title on the
subject property or affecting Lessee's interest in same, and there are no covenants,
easements or restrictions that prevent the use of the Premises as contemplated herein
by Lessee.

86. This Lease does not create a relationship of principal and agent, or partnership,
or joint venture, or any association other than that of Lessor and Lessee.

87. This Lease shall extend to and bind the parties hereto, their representatives,
successors and assigns.

88. [Reserved]

89.  The parties hereto have specifically bargained for the timely performance of each
and every obligation hereunder to be performed. Accordingly, time is of the essence in
this agreement. :

XXill. Warranty

90. Each individual executing this Lease on behalf of each respective principal
represents and warrants that he or she is duly authorized to execute this Lease on
behalf of said principal in accordance with the bylaws, articles, resolutions and
ordinances as shall apply, and that this Lease is binding upon each such principal.

XXIV. Mediation / Arbitration

.91, Ali claims, disputes and controversies arising out of or in relation to the
performance, interpretation, application or enforcement of this L.ease, including, but not
~ limited to, breach thereof ("Mediation/Arbitration Dispute™), except (a) the payment of
rent, which Lessee acknowledges is an independent covenant not subject to offset or
deduction, (b} the matters described in Article VI (regarding the determination of fair
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market rental value), and (c) the matters described in Section 91.B (4) (regarding a
party’s right to file with a court for relief as described therein), shall be decided under
this Article XXIV pursuant to mediation, and if necessary, arbitration. If Lessee defaults
in the payment of rent, this Article XXIV shall not apply and Lessor may pursue any and
all legal and equitable remedies provided by law, including, without limitation, an
unlawful detainer action, writ of possession, and a money judgment for unpaid rent.

A, Mediation.

(1)  Any Mediation/Arbitration Dispute shall be referred to mediation
before, and as a condition precedent to, the initiation of any arbitration
proceeding.

(2) The parties shall submit any Mediation/Arbitration Dispute to an
impartial neutral mediator selected by mutual consent of the parties. In the event
the parties cannot agree on the selection of a mediator, the Mediation/Arbitration
Dispute shall be referred to JAMS, a professional mediation service. The parties
shall equally bear the cost of mediation fees, subject only to the exception set

} forth in the next paragraph.

(3) If during the mediation a party ("offering party”) makes a written
offer of compromise to ancther party which is not accepted by such party
("refusing party") and the refusing party fails to obtain a more favorable result
through arbitration, the refusing party shall pay the offering party all costs and
expenses, including reasonable attomey fees and the cost of the mediator and
arbitrator, incurred from the time the offer is refused.

B. Arbitration.

(1) A Mediation/Arbitration Dispute which is not resclved through:
mediation, as set forth above, shall be decided by neutral, binding arbitration and
not by administrative proceeding or court action, except as provided by California
law for judicial review of arbitration proceedings. The arbitration shall bhe
conducted in accordance with the rules goveming the conduct of arbitration
proceedings set forth in the California Code of Civil Procedure and the California
Rules of Court. The pariies may agree in writing to use different rules. The
parties shall have the right to discovery in accordance with the provisions of the
California Code of Civil Procedure. Judgment on any award of the arbitrator may
be confirmed and entered by the court as provided for by California law.

(2)  An arbitrator may be selected by mutual consent of the parties. If
the parties cannot agree on selection of an arbitrator within 15 days from the date
either party first requests arbitration, an arbitrator familiar with handling similar
disputes shall be appointed by JAMS. The cost of the arbitrator, arbitration costs
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and attorney fees shall be borne by the parties as may be determined by the
arbitrator.

(3) Any demand for arbitration must be made in writing to the other
party. No demand for arbitration may be made after the date on which the
institution of legal proceedings based on the claim is bamred by the applicable
statute of limitations.

(4) The parties shall each have the right to file with a court of
competent jurisdiction an application for temporary or preliminary injunctive relief,
writ of attachment, writ of possession, temporary protective order, or appointment
of a receiver if the arbitration award to which the applicant may be entitled may
be rendered ineffectual in the absence of such relief or if there is ho other
adequate remedy. This application shall not waive a party’s arbitration rights
under this Lease.

(5)  The arbitrator shall have the power to grant legal and equitable
remedies, and award damages, that may be granted or awarded by a judge of
the Superior Court of the State of California or the Federal District Court of the
Eastern District of Califomia. The arbitrator shall prepare and provide to the
parties a written decision on all matters subject to the arbitration, including factual
findings and the reasons that form the basis of the arbitrator's decision. The
arbitrator shall not have the power to commit errors of iaw or legal reasoning and
the award of the arbitrator shall be vacated or corrected for any such error or any
other grounds specified in Code of Civil Procedure Section 1286.2 or Section
1286.6. The award of the arbitrator shall be mailed to the parties no later than 30
days after the close of the arbitration hearing. The provisions of the California
Evidence Code shall apply to the arbitration hearing. The arbitration proceedings
may be recorded by a certified shorthand court reporter. The party requesting a
reporter shall pay for the reporter and if both sides request a reporter, the cost of
the reporter shall be divided equally. Written transcripts of the proceedings may
be prepared at the request of a party. A party requesting a transcnpt shall pay
for the cost thereof.

(signature page follows)
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IN WITNESS WHEREOQF, the parties have executed this Lease effective upon the
complete execution hereof by the parties hereto.

“CITY” or “LESSOR” ‘LESSEE”
CITY OF AUBURN, CALIFORNIA, Aubum East Hangars Row “Alpha”
Municipal Corporation Owners, an unincorporated
association
By:
Robert Richardson :
City Manager Omaks L/l M i V?‘ﬂv;
fts el dl&vd“
Name:Themas M Nu v
W
&
‘ Name
APPROVED AS TO FORM:

~ Michael Colantuono, City Attorney
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- EXHIBIT “A”

CITY OF AUBURN AIRPORT
HANGAR ALPHA LEASE

Being a portion of the northwest quarter of the northwest quarter of Section 27, T.
13 N., R. 8 E., M.D.M., and also being a portion of that certain Tract of Land
recorded by Deed in Book 496, at Page 279, Official Records of Placer County,
and also being a portion of the Auburn Airport as shown on that certain Record of
Survey No. 1847, and recorded in Book 14 of Surveys, at Page 66, Official
Records of Placer County, more particularly described as follows:

Beginning at a point from which the northwest corner of Parcel 1 as designated in
Book 25 of Parcel Maps, Page 124, Official Records of Placer County, bears
- South 78° 51’ 10” West for a distance of $59.99 feet. Thence from the point of
beginning the following four (5) courses: 1) North 83° 47' 56” East for a distance
of 46.14 feet; 2} North 068° 12' 04” West for a distance of 304.00 feet; 3) South
83° 47' 58" West for a distance of 43.15 feet to a point on the east boundary line
of the Leasehold from the City of Auburn, designated in Book 27 of Parcel Maps,
Page 126, ORPC; 4) Along said east boundary line, South 05° 38' 21" East for a
distance of 204.43 feet to the southeast corner of said Leasehold boundary; 5)
Leaving said boundary line, South 05° 38’ 21” East for a distance of 99.59 feet o
the point of beginning. '

APN: 052-190-045
Contains 13,572 sq. fi.

End of Description
The Basis of Bearings for the above Legal Description is identical to the West
line of Parcel 1 as shown on Parcel Map No. P-75040 recorded in Book 25 of

Parcel Maps, at Page 124, Official Records of Placer County, which bears South
00° 19’ 31" East.

See Exhibit “B”, plat to accompahy description, attached hereto and made a part
hereof.

C:\Projects\0803 1 easements\0803 1 -exhibit-alpha.doe
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EXHIBIT C
FAA REQUIREMENTS
A. Lessee, for itself, its heirs, personal representatives, successors in interest and

assigns, as a part of the consideration hereof, does hereby covenani and agree as a
covenant running with the land that in the event facilities are constructed, maintained or

otherwise operated on the said property described in this Lease for a purpose for which

-a Department of Transportation program or activity is extended or for another purpose
involving the provision of similar services or benefits, Lessee shall maintain and operate
such facilities and services in compliance with ali other requirements imposed pursuant
to (i) Title 49, Code of Federal Regulations, Department of Transportation, Subtitle A,
Office of the Secretary, Part 21, Nondiscrimination in Federally-Assisted Programs of
the Department of Transportation-Effectuation of Title VI of the Civil Rights Act of 1 964,
or as said Regulations may be amended; (if) Title 14, Code of Federal Regulations, Part
152, Subpart E, or as said Regulations may be amended: (i) Part 77 of the Federal
Aviation Regulations, or as said Regulations may be amended; and (iv) any and all
federal laws, rules or regulations relating to the operations of Lessee on the Premises.

B. Lessee, for itself, its personal representatives, successors in interest and assigns, as
a part of the consideration hereof, does hereby covenant and agree as a covenant
running with the land: (j) that no person on the grounds of race, color or national origin
shall be excluded from participation in, denied the benefits of or be otherwise subjected
to discrimination in the use of said facilities; (i) that in the construction of any
improvements on, over or under such land and the fumishing of services thereon, no
person on the grounds of race, color or national origin shall be excluded from
participation in, denied the benefits of or otherwise be subject fo discrimination; and (i}
that Lessee shall use the Premises in compliance with all other requirements imposed
by or pursuant to Title 49, Code of Federal Regulations, Department of Transportation,
Subtitle A, Office of the Secretary, Part 21, Nondiscrimination in Federally-Assisted
Programs of the Department of Transportation-Effectuation of Title VI of the Civil Rights
Act of 1964, and as said Regulations may be amended.

C. That in the event of breach of any of the above nondiscrimination covenants, City
shall have the right to terminate the Lease and to reenter and repossess said land and
the facilities thereon, and hold the same as if said Lease had never been made or
issued. This provision does not become effective until the procedures of Title 49, Code
of Federal Regulations, Part 21, are followed and completed, including expiration of
appeal rights. :

D. Lessee shall fumish its accommodations and/or services on a fair, equal and not
unjustly discriminatory basis fo alt users thereof and it shall charge fair, reasonable and
not unjustly discriminatory prices for each unit or service; provided, that Lessee may be
allowed to make reasonable and nondiscriminatory discounts, rebates or other similar
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type of price reductions to volume purchasers.

E. Noncompliance with paragraph D. above shall constitute a material breach thereof
and, in the event of such noncompliance, City shall have the right to terminate this
Lease and the estate hereby created without liability therefor or at the election of City or
the United States either or both said Governments shall have the right fo judicially
enforce provisions.

F. Lessee agrees that it shall insert paragraphs A through E in any lease agreement by
which said Lessee grants a right or privilege to any person, firm or corporation to render
accommodations andfor services to the public on the Premises herein leased.

G. Lessee agrees to comply with the notification and review requirements covered in
Part 77 of the Federal Aviation Regulations in the event future construction of a building
is planned for the Premises, or in the event of any planned modification or alteration of
any present or future building or structure situated on the Premises.

H. ltis understood and agreed that nothing herein contained shall be construed to grant
or authorize the granting of an exclusive right within the meaning of Section 308a of the
Federal Aviation Act of 1958 (49 U.S.C. Section 13493).

I. This Lease and all the provisions hereof shall be subject to whatever right the United
States Government now has or in the future may have or acquire, affecting the control,
operation, regulation and taking over of said Airport or the exclusive or nonexclusive
use of the Airport by the United States of America during the time of war or national
emergency. '

J. The Lessee, in the operations and use of the Auburn Municipal Airport, will not on
the grounds of race, color or national origin discriminate or permit discrimination against
any person or group of persons in any manner prohibited by Part 15 of the Federal
Regulations. The City of Aubum is granted the right fo take such action as the United
States govemment may direct to enforce such covenant.

EXHIBIT C

East Area Hangar Lease/Row "Alpha"
030809



EXHIBIT B

CONSTITUTION
OF
AUBURN EAST HANGARS ROW “ALPHA” OWNERS,
AN UNINCORPORATED ASSOCIATION

. NAME

_ The name of this Association is AUBURN EAST HANGARS ROW “ALPHA” OWNERS, AN
UNINCORPORATED ASSOCIATION.

II. PURPOSES AND POWERS

The purposes for which this Association is formed are:

(a) The specific and primary purpose is to negotiate for, lease, manage and control, a leasehold
interest between the City of Auburn, and to construct a hangar building containing seven hangars at the
Auburn Municipal Airport, and to sublease such hangars to the members of this Association,

(b) The general purposes and powers are:
(1) To sue and be sued in its own name.

(2) In accordance with California Corporations Code Sections 18000-18640, to
enter into and perform contracts in it's own name. However, no member of this '
Association shall be individually or personally liable for the debts or liabilities contracted
or incurred by the Association in the acquisition of lands or leases or the purchase, leasing,
designing, planning, architectural supervision, erection, construction, repair, or furnishing
of buildings or other structures, to be used for the purposes of the Association, unless that
member in a writing signed by the member or his or her agent assumes that debt orx
liability. Furthermore, there is no presumption or inference that any member of this
Association has consented or agreed to the incurring of any obligation by the Association
from the mere fact of joining or being'a member, or signing its Bylaws.

(3) To enter info any of the commercial transactions authorized by the California
Commercial Code, including without limitation the right to be a party to negotiable paper,
to the issuance or transfer of warehouse receipts, bills of lading, and other documents of

‘title, and to the issuance or transfer of investment securities, subject to any conditions,
restrictions, or requirements imposed by law,

(4) In accordance with California Corporations Code Sections 18000-18640, to
purchase, receive, own, hold, lease, mortgage, pledge, or encumber by deed of trust or
otherwise, manage, and sell all real estate and other property as necessary for the business
purposes and objects of the Association, and to design, plan, erect, construct, repair, and
furnish buildings or other structures to be used for the purposes of the Association, subject
to the provisions of Subparagraph (2) or this Paragraph (b).

(5) To adopt, alter, or cancel an insignia and to register that insignia, alteration, or
cancellation thereof in the office of the Secretary of State.

Revised 2/25/09 adding Community 1" Bank Custodizn FBO Scott . 1 Diffenbaugh IRA



(6) To adopt, use, and at will alter an Association seal, but failure to affix the seal
shall not affect the validity of any instrument.

(7) To adopt, amend, or repeal Bylaws in any manner as may be provided therein,
provided, however, that the initial Bylaws of this Association may be adopted by the
unanimous written consent of a majority of the members of this Association.

(8) Generally to have and exercise all other rights and powers now conferred, or
which may hereafter be conferred, on such associations by law, or which do not contravene
the law or public policy of the State of California or of the United States.

(c) The foregoing statement of purposes shall be construed as a statement of both purposes and
powets, and the purposes and powers in each paragraph shall, except where otherwise expressed, not be
limited or restricted by reference to or inference from the terms or provisions of any other paragraph, but
shall be regarded as independent purposes and powers.

(d) Notwithstanding any of the foregoing provisions, this Association shall not, except to an

insubstantial degree, engage in any activities or exercise any powers that are not in furtherance of the
primary nonprofit purposes of this Association as set forth in Paragraph (a) of this Article I1.

1. PRINCIPAL OFFICE

The principal office of the Association for the transaction of its business is located in the County
of Placer, California.

IV. GOVERNING BODY

(a) The powersl of the Association shall be exercised, its property controlled, and its affairs
conducted by the members by a majority vote. There shall be a President and a Secretary/Treasurer,
elected by the members.

(b) The names and addresses of the first Members of this Association are:

Name . Mail Address E-Mail
Gregory P. Anderson P.O. Box 1204, Meadow Vista, CA 95722  gregorypanderson@comcast.net
Scott Diffenbaugh ~ P.O. Box 6014, Auburn, CA 95604 _ diff@wavecable.com

Community 1* Bank Custodian FBO Scott Diffenbaugh IRA
3000 Lava Ridge Ct. 8-130, Roseville, CA 95661 EErvin@Polycomp.net

Peter Hollingshead 1400 Rocky Ridge Dr., 8-250, Roseville, CA 95661  peteth@pac-cap.com
Thomas Murray 23918 Woodhaven Place, Auburn, CA 95602 tmmre@yahoo.com

Michael E. Sullivan 6352 Buckeye Ln., Granite Bay, CA 95746 sullivan001(@msn.com
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Vilis Ositis 18938 Chaparral Dr., Penn Valley, CA 95946 VOsitis@LakeWW.com

(c) The qualifications, the time and manner of electing, the terms of office, the duties and
compensation, if any, and the manner of removing Officers and filling vacancies shall be as set forth in
the Bylaws of this Association.

V. MEMBERS

(2) The initial members are those persons stated herein. Upon the acquisition of the Ground Lease
contemplated herein, the members shall consist of those persons, firms or entities who acquire a hangar
sublease from this Association, and any initial member who does not obtain a sublease from the
Association shall cease being a member. The voting and other rights and privileges of members, and their
liability for dues and assessments and the method of collection, and the termination and transfer of
membership shall be as stated in the Bylaws.

(b) If the voting or other rights or interests, or any of them, be unequal, the Bylaws shall set forth
the rule or rules by which the voting or other rights or interests of each member or class of members are
fixed and determined.

(c) The interest of any member of this Association is the personal property of that member, and no
member shall have any interest in property held by the Association, regardless of the time or manner in
which said property is acquired, except as provided in Article VII of these Articles or in any provision of
the Bylaws respecting termination of 2 member's interest.

VI. DISSOLUTION

This Association shall be dissolved and its affairs wound up when the objects for which it is
organized have been fully accomplished and not otherwise.

VII. DEDICATION OF ASSETS AND DISTRIBUTION ON DISSOLUTION

(2) This Association is not organized, nor shall it be operated, for pecuniary gain or profit, and it
does not contemplate the distribution of gains, profits, or dividends to the members thereof and is
organized solely for the nonprofit purpose of obtaining the Ground Lease contemplated herein, and
administering it by constructing Hangars and subleasing them, without profit,

(b) In the event that the Ground Lease contemplated in this agreement does not come into
existence, this Association shall be dissolved and wound up, and the assets of the Association, after the
payment of all debts and liabilities of the Association, shall be returned to the members advancing the
same in proportion to their contributions to the Association.

(¢) If; the Ground Lease is obtained by the Association and the Association is dissolved prior to
completion of the hanger construction project, any assets remaining after payment of, or provision for
payment of, all debts and liabilities of the Association, shall be returned to the members in proportion to
their contributions to the Association. :

(d) Once the hangers are completed, any construction funds remaining shall be returned to the
members in the same proportion to their contributions.

Revised 2/25/09 adding Community 1* Bank Custodian FBC Scott 3 Diffenbaugh IRA : 6 3



(e) If the Association is dissolved after events a, b, and c, above, its assets remaining after
payment of, or provision for payment of, all debts and liabilities of this Association shall be distributed to
the Auburn Municipal Airport or a nonprofit fund, foundation, or corporation which is organized and
operated exclusively for Auburn Municipal Airport purposes and which has established its tax-exempt
status under Section 501(c)(3) of the Intetnal Revenue Code and Section 23701d of the Revenue and
Taxation Code of the State of California. i

() If the Association holds any assets in frust, such assets shall, on dissolution, be'dispbsed of in
such manner as may be directed by decree of the Placer County Superior Court of the county in which this
Association's principal office is located, on petition therefore by the Attorney General, or by any person
concerned in the liquidation.

VI LIMITATION ON POLITICAL ACTIVITIES

No substantial part of the activities of this Association shall consist of the carrying on of
propaganda, or otherwise attempting to influence legislation, nor shall this Association participate in or
intervene in (including the publication or distributing of statements) any political campaign on behalf of
or in opposition to any candidate for public office.

IX. NET PROCEEDS FROM PUBLIC EVENTS

If this Association holds any event(s) that members of the general public are invited to observe or
participate in for a fee, the income from the general public, less a proportional share of the expenses, will
not benefit members and will be paid over to an organjzation that is exempt from income tax under
Section 501(c)(3) of the Internal Revenue Code on an annual basis.

X. DISTRIBUTION OF INCOMFE. AND PROHIBITED ACTIVITIES

Notwithstanding any other provision in this Constitution, this Association shall be subject to the
following limitations and restrictions:

(a) The Association shall distribute its income for each taxable year at such time and in such
manner as not to become subject to the tax on undistributed income imposed by Section 4942 of the
Internal Revenue Code of 1986, or corresponding provisions of any subsequent federal tax laws.

(b) The Association shall not engage in any act of self-dealing as defined in Section 4941(d) of the
Internal Revenue Code of 1986, or corresponding provisions of any subsequent federal tax laws.

(¢) The Association shall not retain any excess business holdings as defined in Section 4943(c) of
the Internal Revenue Code of 1986, or in corresponding provisions of any subsequent federal tax laws. *

(@) The Association shall not make any investment in such manner as to subject it to tax under
Section 4944 of the Internal Revenue Code of 1986, or corresponding provisions of any subsequent
federal tax laws.

(e) The Association shall not make any taxable expenditures as defined in Section 4945(d) of the
Internal Revenue Code of 1986, or corresponding provisions of any subsequent federal tax laws.
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" XI. INSPECTION AND AMENDMENT
(2) The original or a copy of this Constitution as amended to date shall be kept at the principal
office of the Association. and shall be open to inspection by all members or their agents at any reasonable
time.

. (b} This Constitution shall be amended only by resolution duly adopted by the written consent of §
out of the 7 member votes of the Association and not otherwise, .

: Dateg: 3/ i / 4] f
: ﬁﬁnﬁdﬁgg\_ Scott Diffenibaugh Commumity 1¥ Bank Custodian FBO -
/'.D p . . . .
A Ea ,

Scott Diffenbaugh IRA
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Peter I -- euy Thomas Murray,

2 =
7 Z VilisUsitis

ACKNOWLEDGEMENT -

State of California, County of __[J\ gz ev sS.

Ong2,-04%-2004, before me, &.\___; e 2 aoy . Notary Public, personally appeared

@éagcs“ p. P"W&Q Sconk Q F@ca\bmﬂb 4 E;ﬂ: &gll;ne M " !ELQ_Q&Q-SV

L /- L t.5 1S

[ A

who proved to me on the basis of satisfactory evidence to be the person{§pwhose names(g) +s/are

subscribed to the within instrument and acknowledged to me that he/she/they executed the same in :
kisfher/their authorized capacity@ and that by hisher/their signature(SPon the instrument the persoz@
or the entity upon behalf of which the person(g] atted, executed the instrument, 1 certify under

PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true

and correct.

Witness my b d and official seal:
Signatm‘e 2z

Notary Name ﬁr Lg' nF ¢ g\cby

Commission #1-< 3§§3 County Plazer  Commission exp date Sep 15 2010 Phone #4115 (001,663
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XI. INSPECTION AND AMENDMENT

(a) The original or a copy of this Constitution as amended to date shall be kept at the principal
office of the Association, and shall be open to inspection by all members or their agents at any reasonable

time.

- (b) This Constitution shall be amended only by resolution duly adopted by the written consent of 5
out of the 7 member votes of the Association and not otherwise.,

Dated: ~J-7-37
| ’-'DC - .
Gregory P. Anderson Scott Diffenbaugh Community 1¥ Bank Custodian FBO
Scott Diffenbaugh IRA
Peter Hollingshead Thomas Murray Michael E. Sullivan

Vilis Ositis

ACKNOWLEDGEMENT

State of California, County of T Ae4e4 SS.

On 3-%©4 | before me,(ns fzm; é Es'fr’r/g; , Notary Public, personally appeared

Digne  Demagyest

who proved to me on the basis of satisfactory evidence to be the person(¥) whose names(y) is/asg
subscribed to the within instrument and acknowledged to me that he/she/thgy executed the same in
his/her/their authorized capacity(lgs), and that by his/her/thpir signature(s) on the instrument the person(y),
or the entity upon behalf of which the person(s) acted, executed the instrument. I certify under
PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true
and correct.

Witness my hand and official seal:

Signature éﬁ‘%iﬁ%&é 5;6’%

. v
Notary Name ansﬁiﬂae 15 &‘s’/@/y

el e A o o o A o .

p,  CONSTANCE B. EASTERLY
A Commiasion # 1742376
ki Notary Public - Calitornia §

Plocer County & <2
2017

Commission #/7¢4>°l¢z  County P&(Tg Commission exp date ‘32‘752” Phone #5336 56354802,
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EXHIBIT ¢

BYLAWS
OF
AUBURN EAST HANGARS ROW “Alpha” OWNERS,
AN UNINCORPORATED ASSOCIATION

ARTICLE 1. OFFICES
1.1. Principal Office

The principal office of the Association for the transaction of its business is located at 13630 New Airport
Road, Row “Alpha” Hangar Building, Auburn, Placer County, California. A majority vote of the
members is required to relocate the office.

ARTICLE 2. MEMBERSHIP

2.1. Classes of Membership and Rights

' The Association shall have one class of membership only. The members shall initially be those
(7) persons (or their assigns) listed in the Constitution of this Association, who shall serve until the
Subleases are entered into. After such time, any person, firm or entity obtaining a valid Sublease from
this Association, will be a member entitled to one vote for each Sublease held. Note: Prior to the
Subleasing, each member share in the Association shall be entitled to one vote.

2.2, Qualifications
Qualifications for membership are as follows: ownership of a Sublease, within the Auburn East
Hangers Row “Alpha”.

2.3. Admission and Transferability of Membership ‘

Qualified persons shall be admitted to membership once they have been approved and are in
possession of a valid Sublease per the Sublease Assignment process contained in the Auburn East
Hangers Row “Alpha” Owners Sublease document. In addition, the person must have signed a statement
that he has read and understands the Constitution, Bylaws, and Rules of the Association, and that he
agrees to be bound by them.

2.4. Fees and Assessments .

Application Fee - No fee shall be charged for making application for membership in the
Association. :

Assessments - Membership in the Association is subject to assessments, which may be levied and
collected as provided in the member's Sublease.

Property of Assessments -~ Assessments paid to the Association become the property of the
Association and any severable or individual interest of any member therein terminates on such payment.

2.5. Arbitration of Controversies

(a) Any controversy between members involving their membership shall, on the written request of
any member filed with the President or Secretary-treasurer of the Association, be submitted to arbitration,
and such arbitration shall, except as otherwise herein provided, comply with 1281 through 1288.1 of the

1
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California Code of Civil Procedure. _
{(b) Each party to the controversy shall select one person as an arbitrator and the two arbitrators so

- selected shall select a third arbitrator, who shall be the neutral arbitrator.

(c) The neutral arbitrator shall appoint a time and place for the hearing and cause notice thereof to
be served personally or by certified mail on the parties to the arbitration and on the other arbitrators not
less than (10) days before the hearing, provided, however, that appearance at the hearing waives the right
to notice.

(d) The neutral arbitrator may adjourn the hearing from time to time as necessary. On request of a
party to the arbitration for good cause, or on his own determination, the neutral arbitrator may postpone
the hearing to a time not later than the date fixed by the agreement for making the award, or to a later date
if the parties to the arbitration consent.

(e) The neutral arbitrator shall preside at the hearing, shall rule on the admission and exclusion of
evidence and on questions of hearing procedure and shall exercise all powers relating to the conduct of
the hearing.

(D The parties to the arbitration are entitled to be heard; to present evidence and to cross-examine
witnesses appearmg at the hearing, but rules of evidence and rules of judicial procedure need not be
observed.

(g) The award shall be in writing and signed by the arbitrators concurring therein, It shall include a
determination of all the questions submitted to the arbitrators the decision of which is necessary in order
to settle the controversy.

{h) The neutral arbitrator shall serve a 51gned copy of the award on each party to the arbitration
personally or by certified mail.

(i) The award shall be made within (10) days after the conclusion of the hearing.

(3) The manner of correcting and enforcing the award shall be as prescribed in s 1284 and 1285

through 1288.8 of the California Code of Civil Procedure.
2.6. Temﬁnation, Reinstatement, Suspension, Fine, and Censure of Members.

2.6.1 Reasons for Termination
(a) Assignment -The membership of any member of the Association shall automatically
terminate on the assignment of his or her Sublease.

(b) Nonpayment of Assessments - The membershlp of any member who fails to pay his
assessments within (30) days after member was given written notice of such assessments,
delivered to him personally, or deposited in the mail (certified), shall be terminated.

(c) Expulsion — Any member who commits a material breach of the Constitution, Bylaws,
Rules, Ground Lease, or Sublease may be terminated by a vote of 5 members of the Association.

2.6.2 Liability of Terminated Member
- Any member who is voluntarily or involuntarily terminated shall not be relieved of his (or
his estate’s) obligation to pay any assessments or other charges accrued and unpaid. '

2.6.3 Rights on Termination and Terminating Sublease

All rights and interests of a member in the Association shall cease upon termination of
membership as herein provided. The Association will thereafter actively seek to terminate the
member’s Sublease (by following the procedure outlined in said document), and enter into a
Sublease with a new tenant, who shall take the place of the terminated member. In such event, the
Association shall pay to the terminated member, all of the proceeds obtained from the sale of the
terminated member’s sublease, less all monies due the Association, any and all damages allowed
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by law, and less the actual expenses and costs incurred in Subleasing the interest of the terminated
member. The Association shall not be responsible to the terminated member for any alleged
malfeasance or misfeasance in Subleasing the terminated member’s Sublease.

2.6.4 Reinstatement

Any member, whose membership is terminated as provided in these Bylaws, other than by
death, may have his reinstatement considered by filing 2 written request with the President or
Secretary-treasurer of the Association. The President shall set a special meeting within (30) days
of said request. If a quorum is present, a majority of those present may approve reinstatement (on
such terms as a majority of the members present may deem appropriate). If a quorum is not
present, the President shall re-schedule meetings every (30) days until a quorum is present.

2.6.5 Suspension, Expulsion, Fine, and Censure :

The Association, for “good cause”, is authorized, as herein provided, to suspend, expel,
censure either privately or publicly, or impose a fine (not to exceed the actual costs of any
increased insurance premiums, or fines or penalties imposed by any governmental agency arising
from such member’s conduct or activities) upon any member.

(a) "Good cause,"” means:

(1) Any conduct that brings the Association into public disrepute or
violates the purposes for which this Association is formed;

(2) Any willful failure or refusal to abide by the Constitution,
Bylaws, or Rules of this Association;

(3) Any willful failure or refusal to abide by the terms of an award
in any arbitration proceeding under the terms of these Bylaws after having
agreed in writing to do so and after having received notice of the award;

(b) Definitions:

(1) A "private censure” is in letter form, signed by the President of
the Association, and sent to the subject member by certified mail, A copy of
the letter and the return receipt shall be filed with the minutes of the Board
meeting imposing discipline.

(2) A "public censure” is the same as a private censure except that in
addition to sending a letter to the subject member and filing a copy with the
minutes of the Board meeting imposing discipline, a copy of the letter is
read to the membership at the next following meeting,

(3) A "suspension" means all voting and other rights of the member during the term
of his suspension are terminated, provided, however, that such member shall not be
relieved of any Hability for payment of assessments falling due or levied during the period
of his suspension.

(4)- An "expulsion" means a member is immediately and
conclusively terminated, provided, however, that such member shall not be
relieved of any liability for the payment of assessments accruing prior to the
hearing on the charges against him.

(5) A "fine" may be imposed separately, or it may be imposed in
addition to a public or private censure, or suspension.

(d) Procedure:

3
Revised 2/25/09 adding Community 1* Bank Custodian FBO Scott Diffenbaugh IRA



(1) Proceedings against a subject member may be initiated by
majority resolution of the members adopted at any meeting at which a
quorum is present or by petition signed by (4) or more of the voting
members of the Association filed with the President or Secretary-treasurer
of the Association.

(2) On adoption of the resolution or on receipt of the petition, as the
case may be, the President, or if he is unable or refuses to act, the Secretary-
treasurer shall schedule the matter to be heard by the members at the next
regular or special meeting held not less than (20) days nor more than (30)
days after the date the resolution is adopted or the petition received, as the
case may be. The Secretary-treasurer, or other person appointed by the
President for the purpose, shall deliver at least (10) days prior to the date of
the hearing a copy of the resolution or petition, together with a notice of the
time and place of the hearing, to the subject member either in person or by
certified mail addressed to him at his address as it appears on the books of
the Association. Should the person whose duty it is to serve the notice fail
or refuse to do so, such copy and notice may be delivered as herein
provided by any member of the Association, and in such event the matter
shall be heard at the next regular or special meeting of the Association at
which a quorum is present held not less than (10) days after the copy and
notice are personally delivered or deposited in the mail. If a quorum
(excluding the subject member) fails to attend such meeting, the matter
shall be heard at the next succeeding regular or special meeting, which must
be held within (30} days, provided, however, that if a quorum fails to attend
such next succeeding regular or special meeting, the matter against the
subject member shall be dismissed. Such dismissal shall be automatic and
final, except that if the alleged conduct of the subject member giving rise to
the proceeding continues, the matter may be re-considered by starting the
process over. _

(3) Regardless of any other provision in these Bylaws, notice of the
meeting at which the hearing is first scheduled or subsequently scheduled
shall be given to all members as required by these Bylaws for special
meetings.

(4) The hearing shall be informal and the rules of evidence and rules
of judicial procedure need not be observed. The hearing shall be presided
over by the President of the Association who shall (a) read the charges
against the subject member; (b) require that the charges be verified by the
testimony of the person or persons making them; (c) hear any other
witnesses against the subject member; (d) allow the subject member to
cross-examine each witness; (e) allow the subject member to make a
statement in his own behalf; (f) allow the subject member to call witnesses
in' his own behalf; (g) allow the members present, when and as recognized
by the chair, and subject to the control of the chair, to question witnesses;
and (h) rule on the admission and exclusion of evidence and on questions of
hearing procedure,

(5) After the hearing has closed, the members (excluding the subject
member), shall vote on whether to impose discipline or dismiss the matter.
If they vote to impose discipline but cannot agree on the nature and extent
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thereof, the discipline shall be a private censure as herein provided. The
vote imposing discipline or dismissing the matter shall in either event be ,
final.

2.7. Membership Book _ -

The Association shall keep a membership book containing the name and address of each member.
Termination of the membership of any member shall be recorded in the book, together with the manner of
termination and the date on which such membership ceased. Such book shall be kept at the Association's
principal office and shall be available for inspection by any member of the Association during regular
business hours.

2.8. Right to Inspect Records
All records of this Association shall be open to inspection on the written demand of any member
at any reasonable time for a purpose reasonably related to his interests as such.

ARTICLE 3. MEETINGS OF MEMBERS

3.1. Location
‘ Meetings of members shall be held at the principal office of the Association or at such other
location as may be designated from time to time in writing.

3.2. Regular Meetings _ ' :
Members shall meet regularly at least annually and Officers shall be elected at the regular meeting

held in January of each year,

3.3. Special Meetings ,
The President or Secretary-treasurer or any three members of the Association shall call special
meetings of members.

3.4, Notice

Written notice of the time and place of meetings shall be delivered personally to each member or
sent to him by mail, or by e-mail, at least (20) days prior to such meeting. If sent by mail or e-mail, the
notice shall be addressed to the member at his address as shown on the books of the Association and shall
be deemed delivered at the time it is sent. Each member shall be considered noticed if notice is sent to any
of the current addresses on file. It is the responsibility of each member to ensure his addresses are
correctly listed with the Association at all times.

3.5. Contents of Notice — Actionable Requirement ' :

Notice of Association meetings shall specify the place, the day, and the hour of the meeting and, in
the case of special meetings, the general nature of the business to be transacted.

No action shall be taken on any of the following proposals at any meeting unless the written notice
identifies the proposal as an action item: (a) a proposal to sell, lease, convey, exchange, transfer, or
otherwise dispose of all or substantially all of the property or assets of the Association; (b) any proposal
relating to the real property of the Association; (c) any proposal of the Association to incur any
indebtedness in excess of the sum of $1,000.00; (d) any proposal to amend the Constitution of this
Association; or (e) any proposal to wind up and dissolve the Association.
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3.6. Quorum -
A quorum shall consist of four (4) members. A written proxy as defined below shall count as a
member when determining a quorum.

3.7. Adjournment for Lack of Quorum
In the absence of 2 quorum, no business shall be transacted and the only motion, which the chair
shall entertain, is a motion to adjourn, provided, however, that by vote of a majority of the members
present, the meeting may be adjourned from time to time. If adjourned for less than (30) days, no notice of
the adjourned meeting need be given. '

3.8. Loss of Quorum
Meetings will be automatically adjourned upon loss of a quorum. If adjourned for less than (30)
days, no notice of the adjourned meeting need be given.

3.9. Voting ,
Voting shall be by voice vote, provided, however, that election of Officers shall be by secret
ballot. Members shall be entitled to one vote for each Sublease he owns, and members may vote or act by
Pproxy, given in writing to another member attending any meeting. ‘

3.10. Conduct of Meetings

(a) Meetings of members shall be presided over by the President of the Association or, in his
absence, by the Secretary-treasurer, or, in the absence of both, by a chairman chosen by a majority of the
members present. The Secretary-treasurer of the Association shall act as Secretary-treasurer of all
meetings of members, provided that in his absence the presiding officer shall appoint another person to
act as Secretary-freasurer of the meeting.

(b) Meetings shall be governed by ROBERT'S RULES OF ORDER, as such rules may be revised
from time to time, insofar as such rules are not inconsistent with or in conflict with these Bylaws, with the
Constitution of this Association, or with State or Federal law.

ARTICLE 4. OFFICERS

4.1. Number and Titles
The officers of the Association shall be a President and a Secretary-Treasurer.

4.2. Qualifications
Any member of this Association is qualified to be an officer.

.4.3. Election

The President and Secretary-treasurer shall be elected by the members at their first méeting
following formation of the Association. Subsequent elections shall be held in J anuary each year.
Candidates shall submit their names to the Secretary-treasurer prior to the meeting at which election of
officers shall take place. If no candidates submit their names, the positions shall be filled first by
seniority, and then alphabetically by last name within seniority, first filling the Presidency, followed by
the Secretary-treasurer.

4.4. Terms of Office
Officers shall serve from the time they are elected until the next annual election of officers.
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4.5. Compensation
The officers shall serve without compensation, other than reimbursement for actual documented

out of pocket expenses, which shall be approved from time to time by a majority of members.

4.6. Removal
Any officer may be removed from office at any meeting by the vote of (4) or more members. In
the case of the removal of any officer, a new officer shall be elected to serve the unexpired portion of the
term of his predecessor at the meeting at which the officer is removed by the vote of (4) or more

members,

4.7. Vacancies :

* (&) Vacancies in the office of President or Secretary-treasurer shall exist on the death, assignment
of sublease, termination, resignation, or removal of such officer, or on the failure of the members in any
election to fill the office.

(b) A majority of the members may declare vacant the office of President or Secretary-treasurer if
any such officer is declared of unsound mind by order of court, or if, within (30) days after notice of his
election, he does not accept the office in writing or by attending the next scheduled meeting after the
election.

(¢) Vacancies of an office shall be filled by the members at any regular or special meeting at
which a quorum is present.

(d) Officers elected to fill vacancies shall hold office for the unexpired terms of their predecessoxs,
or until their removal or resignation.

4.8. Duties of President

The President shall be the chief executive officer of the Association and shall in general, subject to
the control of the members, supervise and control the affairs of the Association. He shall perform all
duties incident to his office and such other duties as may be required by law, by the Constitution of this
Association, by these Bylaws, or by the hanger Subleases, or which may be assigned to him from time to
time by the members.

4.9. Duties of Secretary-treasurer

The Secretary-treasurer shall:

(a) Certify and keep at the principal office of the Association the originals or copies of its Bylaws
and Constitution as amended to date,

(b) Keep at the principal office of the Association a book of mmutes of all meetings of the
members, recording therein the time and place of holding, whether regular or special, and, if special, how
authorized, notice thereof given, the names and numbers of those present at members meetings, and the
proceedings thereof.

' (c) See that all notices are duly given in accordance with the provisions of these Bylaws or as may
be required by law.

(d) Be custodian of the records of the Association,

() Keep at the principal office of the Association a membership book containing the name and
address of each member, and, in any case where membership has been terminated, record such fact in the
book, together with the manner of termination and the date on which the membership ceased.

(f) Exhibit at all reasonable times to any member, or to his agent or attorney, on written demand,
for a purpose reasonably related to the interests of such member, the Constitution, the Bylaws, and the
minutes of members' meetings.
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(g) Conduct all correspondence on behalf of the Association.

(h) Have charge and custody of, and be responsible for, all funds and securities of the Association,
and deposit all such funds in the name of the Association in such banks, as shall be selected by the
members. (See Deposits below)

(i) Receive, and give receipt for, moneys due and payable to the Association from any source
whatever.

(i) Disburse or cause to be disbursed the funds of the Association as may be directed by the
members, keeping proper vouchers for such disbursements.

(k) Keep and maintain adequate and correct accounts of the Association's properties and business
transactions, including accounts of its assets, liabilities, receipts and disbursements.

(D) Exhibit at all reasonable times the books of account and financial records to any member of the

Association, or to his agent or attorney.
(m) Render to the President and members upon request an account of any or all of his transactions

as Secretary-treasurer and of the financial condition of the Association.
(n) Prepare, or cause to be prepared, and certify the financial statements to be included in the

annual report to members. ‘
(0) If required by the members, give a bond for the faithful discharge of his duties in such sum and

with such surety as the members shall determine.

(p) In general, perform all duties incident to the office of Secretary-treasurer and such other duties
as may be required by law, by the Constitution of this Association, or by these Bylaws, or which may be
assigned to him from time to time by the members.

ARTICLE 5. EXECUTION OF INSTRUMENTS, DEPOSITS, AND FUNDS

5.1. Execution of Instruments
A majority of members, may by written resolution authorize any officer or agent of the
Association to enter into any contract and deliver any instrument in the name of and on behalf of the
Association, and such authority may be general or confined to specific instances, provided, however, that -
such contract or delivery is expressly authorized by the Constitution or Bylaws.

5.2. Bank Checks and Notes
Except as otherwise specifically determined by resolution of the members, bank checks,
promissory notes, orders for the payment of money, and other evidences of indebtedness of this
Association shall be signed by the Secretary-treasurer and countersigned by the President of the
Association. (Also see limitations contained in Article 3.5(c))

5.3. Deposits
All funds of the Association shall be deposited from time to time to the credit of the Association in

such banks as a majority of the members may select.

ARTICLE 6. ADOPTION, ADMENDMENT, REPEAL, RE-WRITING, CERTIFICATION, AND
INSPECTION

6.1. Adoption, Amendment, Repeal, and Re-Writing

These Bylaws shall become effective on their being signed by the original members as named in
the Constitution, or on their adoption by the vote or written consent of a majority of the members of this
Association, and they may be amended, repealed, or re-written by the vote or written consent of a
majority of the members of the Association.
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6.2. Certification and Inspection
The original or a copy of the Bylaws, as adopted, amended or re-written, and certified by the
- Secretary-treasurer of the Association, shall be kept in the principal office of the Association, and shall be
open to inspection by all members or their agents at any reasonable time.

ARTICLE 7. REPORTS AND FISCAL YEAR

7.1, Annual Report and Financial Statement
The Secretary-treasurer shall provide a written annual report, including a financial statement, to

. the members at the annual meeting in January each year. The report shall summarize the Association’s
activities for the preceding year and project the activities for the upcoming year. The financial statement
shall consist of a balance sheet as of the close of business of the Association’s fiscal year, contain a
sumnmary of receipts and disbursements, be prepared according to sound accounting practices, and be
certified by the President and Secretary-treasurer. A majority of members may request and authorize
expenditure for an independent audit.

7.2. Fiscal Year
The fiscal year of the Association shall be the calendar year.

ARTICLE 8. TERMINOLOGY

8.1. As used in these Bylaws:
(2) The present tense includes the past and firture tenses, and the future tense mcludes the present.

(b) The masculine gender includes the feminine and neuter.
(¢) The singular number includes the plural, and the plural number includes the singular.
(d) The word "shall" is mandatory and the word "may" is permissive.
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ARTICLE 9. ADOPTION OF BYLAWS

We, the undersigned, are all of the persons named as first members in the Constitution.of this
Association, and hereby consent to, and do adopt the foregoing Bylaws, as the Bylaws of said
Association.

We also understand that during the period of hangar construction, there will be a separate
Construction Management Agreement that will spell out the duties, responsibilities, policies and
procedures to be followed until such time as a Certificate of Occapancy is obtained denoting
completion of construction. These Bylaws will be subordinate to any conflicting items contained in
such agreement.

_ ! Scott Diffenbaughf ' Community 1* Bank Custodian FBO
/ . //) ' . Scott Diffenbaugh IRA ‘

[ Thomas Murrqy ~MichaétE. Sullivan

" {UwAfis Ositis

CERTIFICATION

L //foé/{/'// //L/d/y///é’é"y , hereby certify:

That } am the duly elected and acting Secretary-treasurer of the AUBURN EAST HANGARS
ROW “ALPHA” OWNERS, AN UNINCORPORATED ASSOCIATION and that these Bylaws,
consisting of /2 pages, constitute the Bylaws of said Association as duly adopted on
» by the unanimous written consent of the members named in the

Constitution of this Association.

Dated: 3 - Y —OF

Secretary-tréasurer
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ARTICLE 9. ADOPTION OF BYLAWS

We, the undersigned, are all of the persons named as first members 1n the Constitution of this
Association, and hereby consent to, and do adopt the foregoing Bylaws, as the Bylaws of said
Association.

We also understand that during the period of hangar counstruction, there will be a separate
Construction Management Agreement that will spell out the duties, responsibilities, policies and
procedures to be followed until such time as a Certificate of Occupancy is obtained denoting
completion of construction. These Bylaws will be subordinate to any conflicting items contained in
such agreement,

Dated: ~J°% 59
' Y G 1K _Btiode i
Gregory P. Anderson Scott Diffenbaugh Community 1% Bank Custodian FBO
‘ Scott Diffenbaugh IRA
Peter Hollingshead Thomas Murray Michael E. Sullivan
Vilis Ositis

CERTIFICATION

I,%W / Wbp R hereby certify:

That I am the duly elected and acting Secretary-treasurer of the AUBURN EAST HANGARS
ROW “ALPHA” OWNERS, AN UNINCORPORATED ASSOCIATION and that these Bylaws,
consisting of ,/C> pages, constitute the Bylaws of said Association as duly adopted on.
, by the unanimous written consent of the members named in the

Constitution of this Association,

Dated: 2~ ¥ O %

< Setretary-treasurer
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